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H. Payment Determination for ICF/MR's 


1. 	 All ICF/MRIs shall apply the cost finding methods specified

under 42 CFR 413.24(d) (1998) to its allowable costs �or the 

cost reporting year under the South Carolina State Plan. 

ICF/MR facilities will not be subject to the allowable cost 

definitions R (A) through R (K) as defined in the plan. 3 


2 .  	 All State owned/operated ICF/MR's are required to report costs 
on the Medicare Cost Reporting Form SSA 2552. For cost 
reporting periods beginning on or after July 1, 1986, all 
other ICF/MR's which are not operated by the State (S.C. 
Department of Disabilities and Special Needs) will file annual 
financialandstatisticalreportformssuppliedbythe 
Medicaid Agency. All cost reports must be filed with the 
Medicaid Agency within one hundred twenty (120) days from 
close of each fiscal year. 

3. 	 ICF/MR's will be reimbursed on a retrospective cost related 

basis as determined in accordance with Medicare (Title XVIII) 

Laws, Regulations, and Policies adjusted for services covered 

by Medicaid (Title XIX). 


Items of expense incurred by the ICF/MR facility in providing care are 

allowablecostsforinclusioninthefacility'scostreport.These 

allowable costs are defined as items of expense which the provider may 

incur in meeting the definition of intermediate care or any expenses 

incurred in complying with state licensing or federal certification 

requirements. 


MedicaidpaymenttotheICF/MRincludes,butisnotlimited to, 

reimbursement for the following services: 


Room and board including all of the items necessary 

to the room
furnish (luxury
individual's 
itemsfixtures will not be recognized as an allowable 
cost). 42 CFR 6483.470(b), (c), (dl, (e), (f), and 
(g)(1) -(1998). 


Direct care and nursing services as defined for each 
living unit of the facility. 42 CFR §483.460(c) 
(1998). 

Training assistancerequired the
and as for 
activitiesofdailyliving,including,butnot 
limited to, toileting, bathing, personal hygiene and 
eating as appropriate. 42 CFR 6483.440(a) - (1998). 

Walkers, wheelchairs, dental services, eyeglasses, 

hearingaidsandotherprosthetic or adaptive 

equipment as needed. If any of these services are 

reimbursable under a separate Medicaid program, the 

cost will be disallowed in the cost report (effective 

for cost reporting periods beginning July
1, 1989). 
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I. Payment forSwing BedHospitals 


Effective July 1, 1989, the South Carolina Medicaid Program will 

participate in the provision of nursing facility services in swing 

bed hospitals. A rate will be determined in accordance with the 

payment methodology as outlined
in this state plan, adjusted for the 

following conditions: 


A) Effective October 1, 1992, all nursing facilities in operation

will be used in the calculation of the rate. 


B) The rate excludes the cost associated with therapy services. 


C)  	 The rate reflects a weighted average rate using the state's 
prior FYE June 30 Medicaid permit days. Effective July 1, 
1991, projected Medicaid days were used. 

J. Intensive Technical Services Reimbursement 


Effective July1, 1989, an enhanced rate $150 per patient day may

be available for nursing facility recipients who require more 

intensive technical services (i .e., those recipients who have 

extreme medical conditions which requires total dependence
on a life 

support system). Effective December $180.
1, 1990, this rate will be 

This rate was determined through an analysis
of costs of1) a small 

rural hospital locatedin South Carolina who would set up a small 

ward to provide this level of service and2) contracting with an 

out-of-stateprovider which has established a wing in a nursing

facility to deliver this type of service. This set per diem rate 

will represent payment in full and will not be cost settled. 

Providersreceivingpaymentforintensivetechnicalservices 

patients will be required to step down cost applicable to this 

nonreimbursable cost centerin accordance with item I (C) of this 

plan, upon submission
of their annual cost report. 


K. Essential Public Safety Net Nursing Facility Supplemental Payment 


on or after January
For nursing facility services reimbursed 1, 2002, 

qualifying Medicaid nursing facilities shall receive a Medicaid 

supplemental payment (in additionto the per diem payment). These 

payments will ensure the continued existence and stability of these 

core providers who serve the Medicaid population. The qualifications, 

upper payment limit calculation, and payment methodology are described 

below. 
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-(1) Qualifications 

In order to qualify fora supplemental payment as an Essential Public 

Safety Net nursing facility, a nursing facility must meet all of the 

following criteria: 


a) The nursing facility a non-state owned public nursing facility;
is 

b) The nursing facility is located in the State of South Carolina; 

c) The nursing facility is licensed as
a nursing facility by the State 


is
of South Carolina anda current Medicaid provider; 


and
- one of the following criteria: 
(i) The nursing facility is hospital based; or 

(ii) The nursing facility is leased and operated by
a hospital; 

(iii) The nursing facility's total licensed
beds is in excess of300 beds. 

( 2 )  Upper Payment Limit calculation 

The upper payment limit effective January1, 2002 for Essential Public 

Safety .Net nursing facilities will be calculated using the Medicaid 

frequency distribution of all licensed South Carolina non-state owned 

public nursing facilities which contract with the South Carolina Medicaid 

Program. This frequency distribution will be determined using the Medicaid 

MDS assessments completed during the most recently completed state fiscal 

year (i.e. July date
1 through June30) prior to the effective of the plan 

amendment. The results of each nursing facility's Medicaid frequency 

distribution will then be applied to the total Medicaid patient days (less 

coinsurance days) paid to the nursing facility during the most recently 

completed state fiscal year
in order to allocate the Medicaid days across 
the 44 Medicare RUG categories. The applicable Medicare rates for the 
payment year for each RUG category will be applied against the Medicaid 
days for each RUG category, and thento determine thesummed maximum upper 
payment limit to be used in the determination of the Essential Public 
Safety Net nursing facility payments. 

analysis
Until such time that the Medicaid frequency distribution has been 

run and analyzed for all of the licensed South Carolina non-state owned 

public nursing facilities which contract with the South Carolina Medicaid 

Program, the SCDHHS will calculate interim Essential Public Safety Net 

nursing facility payments. The interim upper payment limit will be 

calculated using Medicaid days (less coinsurance days) paid during the most 

recently completed state fiscal year prior to the effective date of the 

plan amendment and the Medicare RUG category
IB2 rate in effect during the 

payment year. Once the final upper payment limit calculation has been 

determinedbasedupontheMedicaidfrequencydistributionanalysis 

described above,a reconciliation will take place between the interim and 

final Essential Public Safety Net nursing facility payments, and payments 

adjusted accordingly. 
 -
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In order to adjust for program differences between the Medicare
and Medicaid 
SCDH��S will calculate Medicaid paymentspayment programs, the in accordance with 

Section K(3) (b) of the plan. 

( 3 )  Payment Methodology 

Subject to compliance with the 13, 2001 Medicaid upper payment 

limit rules and other applicable regulations
42 CFR Part447, the 

South Carolina Department of Health and Human Services will make a 

supplemental Medicaid payment in addition to the standard nursing 

facility reimbursement to qualifying Essential Public Safety Net 

nursing facilities. Such payments will be made
on a quarterly, or 

other basis after services have been furnished (e.g. semi-annually or 

annually). The payment methodology is described as follows: 


a) The upper payment limit for all licensed South Carolina
non

state owned public nursing facilities which contract with the 

South Carolina Medicaid Program will be computed as described 

under section K(2) above. 


bl Medicaid reimbursement payments for all licensed South Carolina 
non-state owned public nursing facilities which contract with 
the South Carolina Medicaid Program will be computed using the 
UPL Medicaid days. The Medicaid reimbursement payments will 
incorporate the gross per diem payments based upon the Medicaid 
rate(s) in effect during the payment period as computed in 
accordance with the state plan, pharmacy payments through the 
ARM Program (on a per patient day basis), and estimated lab,x
ray and ambulance payments (on a per patient day basis). 


C The sum of the upper payment limit as described
K ( 3 )  (a) will 
be reduced by the sum of the Medicaid reimbursement aspayments 
described in K ( 3 )  (b) to determine the amount of the upper 
payment limit pool payments to be paid to the qualifying 
Essential Public Safety Net nursing facilities (as defined in 
section K ( 1 )  . 

d) Each qualifying Essential Public Safety Net nursing facility's 

supplemental payment will be calculated by taking the upper payment 

limit pool as described in K(3)(c) and multiplying by each Essential 

Public Safety Net nursing facility's percentage of unreimbursed
UPL 

cost to total unreimbursed
UPL cost of the Essential Public Safety 
Net nursing facilities. 

The total payments made
to the licensed South Carolina non-state owned 

public nursing facilities that contract with the South Carolina 

Medicaid Program, including the Essential Public Safety Net nursing 

facility supplemental payments, will not exceed the aggregate Upper 

PaymentLimitamountforthenon-stateownedpublicnursing 

facilities. Additionally, the Essential Public Safety Net nursing 

facility supplemental payments will not be subject to the lower of 

costs or charges limitation. 
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L. 


M. 


N. 


Payment for Out-of-state
Lorig Term Care Facilities 

In order to provide services to theCarolina Medicaid patients awaiting
placement intoa nursing facility, the agency will contract with out-of-state 
facilities atthe other states Medicaid reimbursement rate.?he agencywill use 
the out-of-state facility's survey conductedby their surveyand certification 

agency forour survey and certification purposes. placement a of
south Carolina 
Medicaid recipient into an out-of-state facilitywill only occur if a bed is 
unavailable in South Carolina. No year erid southCarolina Medicaid long term care 
cost reportwill be required from the participating out-of-state facilities. 


Payrent Assistance 


The Medicaid agency will payeach provider of mirag care services,  who furnishes 
the servicesin accordance with the requirements of the State plan, the amount 
determined for servicesfurnished by the Provider under the Plan accordkg the 
methods and standards set forth in SectionTv of this attachment 


Upper Limits 


1. The Medicaid Agency will not pay more
than the providers customary 
charge for private-pay patients except public facilities that provide 
services free or at a nominal charge. These facilities will be 
reimbursed a reasonable cost related basis. 

2. Any limitationon coverage of cost publishedunder 42 CF'R 413.30 (1998) 
and 413-35 (1998) will be applied to payments for long-term care 
facility services. 

3. 	 Thecostofservices,facilities and supplies furnished by 

organizations related
by common ownership or will not exceed 

the lower of the cost to the organization or the price of comparable 

services, facilities or supplies purchased elsewhere. The Medicaid 

Agency's cost report requires related organizations
and costs tobe 
identified and certified. 

4. 	 The Medicaid Agency may not payin the aggregate for long term 

care facility servicesthan the amount that would
be paid for the 

services under the Medicare principles of reimbursement If it is 

determined that
SCDHHS is paying more in the aggregate for long term 
care services,then the Medicaid rate each facility will be limited 

to the Medicare rate retroactive to the beginning of the contract 

period. 


0. Provider Participation 


t h i s  State Plan are designed to enlist participationpayments made under of a 

sufficient numberof Providers of services in the program,so that eligible 

persons can receive the medical care
and services includedin the State Plan at 


these
least to the extent are available tothe general public. ~naccordance with 
the Balanced Budget Act of1997, the statehas provided fora public processin 
which providers, beneficiariesand their representatives,and other concerned 

state residents
are given the reasonable opportunity to review and current on the 
determination of rates this plan. 
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P. Payment in Full 

Participation in the program providers of services who accept,shall be limited to 
as payment in full,the amounts paid in accordance with the provisions oft h i s  
attachrent for
covered services provided to Medicaid recipients in accordance with 
42 447.15 (1998). 

Q. Medicare Part A Coinsurance Days 

Effective for dates of service
beginning December 1, 2001, the SouthCarolina 
department ofHealth a d  human Services (S(I%IHS) will rn lager reimbursemedicaid 
contracting nursing facilities for MedicareA coinsurance days (SwingBedPart 


from
Hospitals are exempted t h i s  provision). 
R. Allowability of Certain Costs 


A) Auto Expense: 


not used
Allowable costs shall include actual costs of administrative vehicles 

for business purposes or regular vehicles
wed for patient care related 
activities (depreciation, maintenance, and oil, etc.) . Allowable costs 
shall include administrative vehicle expenseard regular vehicles expense used 
for patient care related activities only through documented business miles 
multiplied by the current mileage rate for the State of SouthCarolina 

employees. 


Allowable costs shall include the actual costs of specialty vehicles (e.g., 

vans, trucks). These costs be classified tothe appropriate cost centers 

forMedicaidcostreportingpurposes.Allowablecostswouldinclude 

operation, maintenance, and oil, and straight line depreciation
(overa 5 
year useful life) Should these specialty vehicles. be made available 	 for 

wouldpersonal use of the facility employees then that percentage of cost be 
reclassified to nonallowable expense. 

It is the intent of SCDHHS to recognizeas specialty vehicles, station 
wagons with a seating capacity more than six (6)passengers used in patient 
care related activities,vans, and trucks. The cost of sedans or station 
wagons with a seatirig capacity six (6)or lesspassengers used for patient 
transport or other patient care related activitiesbe limited to the 
state employee mileage and charged to the appropriate cost center(s)

by a log effective August
based upon miles documented 1, 1986. 


For cost reporting requirements prior to August
1, 1986, actual allowable 
costs which would include aperation, maintenance,gas a d  oil, and straight

a 5 year useful lifeline depreciation (aver and limited to10,000 dm 
vehicle cost) willbe used in determining allowable costs for cost centers 

other than administration. Should these specialty vehicles
be made available 
for personal use ofthe facility employees wouldthen that percentage of cost 

be reclassified to nonallowable expense. 


be identified to
vehicle that cannot charge to the appropriate cost center 
will be charged to administrationand follow administratian vehicle allamble 

cost guidelines. Exever, only that portion of
such costs related directly to 


will
patient care related purposes be allowed. 


B) 

be recognized for reimbursement purposes when the dues&sociation dues will only 

are for professional services that are patient care related. 
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Any component of association dues related to legal actions against state 
agencies,lobbying,etc. , willnot be recognized. All nursing haw 

a copy of an audited certified financial statsentassociations will subnit by 
an independent accounting firmshowing the annual operat- cost of the 
association,and a projected budget the SCDHHS. 

The s m  must approve the independent certified public accounting firm that 
l%e portion of dues thatprepares the certified financial statement. pertain 

to litigation against state agencies ard lobbying expenses will not be 
allowed. Forthe rates established, be allowed.90% of th is  line item will 

that the portion of duesHowever, ifby audit it is determined expended on 

lobbying, entertaining legislators
and legal action against state agencies
exceeds 10% of the dues, that amount be disallowed. The per diem rate 

haw that claims association dues be adjusted atthefor each nursing will 

time costs are determined to be nodlowable and such per diem rate 

adjustments will
be effective for the entire contract period. 


C) m a l  Fees 


Allowable costs include reasonable legal fees
and charges (not to exceed 
$75/hr.) arising from nod,day-to-daybusiness activities related to 
patient care.~ r r ylegal fees recognized be necessarymuse be damnstrated to 

Le@ areas,for the operation of the facility.fees related to specialized 
if higher,require prior approval fromthe m.To be approved, rates nust 
be comparable for canparable services.O t h e r  legal charges, including, but 
not limited to, those incured in administrative appeals and/or litigation
involving state agencies, are not allowable however reasonable legal
fees incurred in administrative mayappeals of audit exceptions be refurxiable 

through a one-time adjustment to the account receivable. The
amount of the 

adjustment shall be determined by the agency HearingPanel, upon

docmentation, but shall not exceed 15% of the amount recovered through 

appeals or$1,000, whichever is lower. However, in no case will attorney's 

fees related to litigation or appealsbe recognized in determining the 

prospective per diem rate. 


D) ' Travel 

Patient care related travelwill be recognized in accordance with South 
Carolina state employees per diem and travel regulations. Out-of-statetravel 

the 48 states located withinwill be limited to the continental United States. 
Further, such out-of-state travel be either the reasonable allocable 
portion of cost chain facilities with out-of-state offices;(1) be for 
the purposeof meeting continuing education requirements (2) must be toand 

seminars or meetings that by theparticipate in are approved for that purpose
south Carolina Board of Examiners for Nursing HUE administrators allowable 

meetingscost for attendance at out-of-state and seminars will be limited to 
ALSO, out-of-state traveltwo trips per 	 year per facility. does not include 

bordering the State of southtravel to counties Carolina. Effective for july 

1, 1990 payment rates, travel to as in
the following statesdareas are treated 


and thus are not subject
state travel, to the limits on out-of-state travel: 
Georgia, N o r t h  Carolina,Washington D.C.,and baltimore Maryland. 

E) Director Fees 


and costs associated with attending
Director fees board meetings or other top 
notmanagement responsibilities will be allowed. However travel to and from 

the directors meetings will be allowed at the per mile rate for state 
employees and will be limited to in-state travel. 
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F) Compensation: (Direct and Indirect) (These limits below do not 

include fringe benefits provided on a non-discriminatory basis.) 

ALLOWABLE COMPENSATION RANGES FOR OWNERS (LESSORS) AND/ORTHEIR 

RELATIVES AND LESSEES AND/OR THEIRRELATIVES: 


JOB TITLE 


2 5 , 0 9  
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1. 


2 .  

3. 


4 .  

5. 


The above are maximum limitsof allowable compensation to 
owners and/or relatives who are actually performing these 
duties 100% of a normal work week. Part-time performance 
willbecomputed on percentageoftimespent. No 
individual will have more than one full time equivalent( 4 0  

hours per week) job recognized in the Medicaid program. 

If the facility has under60 beds, only (1) Administrator 
and/or Business Manager is allowed. 

Allowances �or any position not specifically listed herein 
will be basedon comparable positions. 

to be used in adjustmentsOther items of consideration to 
these maximum allowances are: 

a.  	 Determination that the job is necessary and that the 
person is actually there 40 hours per week. (The 
owner/lessee must document that the job is necessary, 
and the relative actually workedon the premises the 
number of hours claimed.) 

b.Thetimeperiodduringwhichthesedutieswere 
performed. 

c. 	 Accountingperiodbedchangesbased on dates of 
change. 

Allowable compensation amounts shown above will be adjusted
annually by annual costof living raises provided to state 
employees. 
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G )  	ALLOWABLE COMPENSATIONRANGES FOR OWNERS AND/OR THEIR RELATIVES 
EMPLOYED BY PARENT COMPANIES 

JOB TITLE 

* 100+ Administrator Salary Guideline plus30% 


1. 	 The above are maximum limits of allowable cost for owners 
and/or relatives who are actually performing these duties 
100% of a normal work week. Part-time performance will be 
computed according to time spent. No individual will have 
more than one full time equivalent(40 hour per week) job 
recognized in the Medicaid program. 

2. 	 No assistant operating executive will be authorized for a 
chain with2 5 7  beds or less. 

3. 	 Allowable compensation amounts shown above will be adjusted 
annually by annual cost of living raises providedto state 
employees. 
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H) Management Fee 

Only reasonable management fees which result in lower total costs 
shall be included in allowable costs. Each centrally managed
facility shall submit a home office cost report which separately 

soidentifies each cost by cost categories. The costsidentified 

will be individually tested for reasonableness and then assigned 

to the appropriate line item in the individual facility's cost 

report. 


Forpurposesofsettingthecurrentadministrativecost 

standards, the administrative costs of those centrally managed

facilities that reported their management fee as a single line 

item among administrative costs in their cost report shall be 

excluded from the computation of the administrative standard. 

Thosecentrallymanagedfacilitieswhichidentifiedtheir 

management fee as a single line item among administrative costs 

shall have the management fee included in administrative cost for 

the purpose of rate calculation. 


I) Other Benefits 

The other benefits such as pensions, group life insurance, and 

health insurance can be recognized if these benefits are provided

in accordance with sound financial/management practices by the 

provider.ThisexcludesfromallowablecostKeyManLife 

Insurance and benefits made available only to an exclusive number 

of employees,includingtheowner of thefacility.Other 

benefits are accumulated to applicable cost centers. 


J) Payroll Taxes and Benefits 

Payroll taxes and benefits should be reported in the cost center 

applicable for the salaries to which they relate. Payroll taxes 

andbenefitswillbelimited in the same proportion that 

compensation is limited. 


K )  Routine Laundry Services 

Effective October1, 1993, basic personal laundry services are to 

be provided to all patients of the facility free of charge. All 

laundry costs associated with basic patient personal laundry will 

be included in allowable costs in the laundry cost center. Basic 

personal laundry does not include dry cleaning, mending, hand 

washing or other specialty services; these services need not be 

provided and residents may be charged for such services if they 

request them. 


L) Specialty Bed Expense 

Specialty beds are defined as air fluidized therapy beds and low 

air loss beds. For rates effective October 1, 1994, specialty

bed costs that will be reimbursable under the South Carolina 

Medicaid nursing facility reimbursement rate will consist of only

specialty bed costs for Medicaid recipients in which the nursing

facility did not receive reimbursement from the Medicare Program

for this service. The specialty bed costs that will be excluded 

from allowable costs will consist of direct costs only. No 

indirect costs associated with the removal of specialty bed 

expensewillberemovedfromallowablecostsinorderto 

encourage Medicare participation. 
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